
LIMPOP O 

PROVINCIAL GOVERNMENT 

REPUBLIC OF SOUTH AFRICA 


Ref: 12/1/5/3/4/3 


PROVINCIAL TREASURY 


Enq: Nkuna MC 


To: Municipal Manager 
Musina Local Municipality 
Private Bag X611 

MUSINA 

0900 


CC: Chief Financial Officer 

FEEDBACK ON THE 2018/19 MTREF FINAL BUDGET 

This letter serves to acknowledge receipt of the municipality’s final budget for the 
2018/19 financial year. Herewith please find this report, which is a summary of 

findings and recommendations emanating from the review performed on the final 
budget 


You are advised to consider the contents of this report during the preparation of 
the adjustment budget. 

In compliance with the Municipal Budget and Reporting Regulations, please 
advise the Mayor to table this report in Council. 

Yours in public finance management 


tP PRATT GC (CA) SA 
HEAD OF DEPARTMENT 


DATE 
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ACRONYMS AND ABBREVIATIONS 


AFS 

AGSA 

CFO 

CoGHSTA 

CPI 

DoRB 

EPWP 

FMG 

GRAP 

IDP 

IFRS 

LG database 


Annual Financial Statements 
Auditor General South Africa 
Chief financial Officer 

Co-Operative Governance Human Settlement and Traditional Affairs 

Consumer Price Index 

Division of Revenue Bill 

Expanded Public Works Programme 

Finance Management Grant 

Generally Recognised Accounting Practice 

Integrated Development Plan 

International Financial Reporting Standards 

Local Government Database 


LPT 

Limpopo Provincial Treasury 

MFMA 

Municipal Finance Management Act 

MBRR 

Municipal Budget and Reporting Regulations 

MTREF 

Medium Term Revenue and Expenditure Framework 

mSCOA 

Municipal Standard Chart of Accounts 

MIG 

Municipal Infrastructure Grant 

NDP 

National Development Plan 

NT 

National Treasury 

PPE 

Property Plant and Equipment 

SDBIP 

Service Delivery and Budget Implementation Plan 

SALGBC 

South African Local Government Bargaining Council 


Musma Local Municipality 2018/19 Financial Year Adopted MTREF Budget Assessment 


2 I P a e e 



Table of Contents 


1 . 

2 . 

3. 

4. 

5. 

6. 
7. 


EXECUTIVE SUMMARY. 

BRIEF DESCRIPTION OF ANALYSIS PROCESS (TECHNIQUES). 

MFMA & MBRR COMPLIANCE. 

DRAFT COMMENTS CONSIDERATION. 

CREDIBILITY (FUNDING), RELEVANCE AND SUSTAINABILITY OF THE FINAL BUDGET 

CONCLUSION. 

RECOMMENDATIONS. 


...4 

...4 

,.S 

..6 

24 

25 

26 


Musina Local Municipality 2018/19 Financial Year Adopted MTREF Budget Assessment 


3 


Page 










1. Executive Summary 


In terms of Section 5(4)(b) of the MFMA, a Provincial Treasury “may assist 
municipalities in the province in the preparation of their budgets”. To this effect, the 
Limpopo Provincial Treasury (LPT) has, over the past years, been assisting 
municipalities to prepare their budgets in line with the budget circulars issued by 
National Treasury. Support measures have been extended to providing training to 
municipal staff on the application of the Municipal Budget and Reporting Regulations 
issued in terms of Government Gazette 32141 of 17 July 2009. The Regulations 
became effective from 1 July 2009 

In addition, LPT have upon receipt of the Municipality's Tabled Budget, performed 
quality review on the Tabled budget and analysed them to ascertain credibility. To this 
effect, your municipality was furnished with the attached Tabled budget analysis report 
with recommendations which would, if incorporated into the Adopted budget possibly 
improve its credibility. 


This now serves as LPT's analysis on the Adopted budget mainly to determine if the 
recommendations made during the Tabled budget analysis where considered by the 

municipality, and to ascertain credibility of the Adopted budget given incorporated 
inputs. 

2. Brief description of analysis process (techniques) 

The analysis covers the following areas, amongst others: 

• Compliance with legislative framework and the Regulations; 

• Comparison of actual financial performance against budget (for both capital and 
operating budgets); 

• Cash position of the municipality and its ability to fund budgeted expenditure; 

• Medium Term Revenue and Expenditure Framework (MTREF) appropriations 
and their credibility, affordability and sustainability; 
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• Contribution of the budget to national and provincial government priorities; 

• Responsive of the budget to the Integrated Development Plan (IDP); 

• Proposed investments in infrastructure and impact on Local Economic 
Development and job creation; 

• The rates and tariffs proposed; and 

• Support of the budget to indigent households; 

3. MFMA & MBRR Compliance 

Provincial Treasury has undertaken an assessment of the draft budget that will be 
adopted by the municipal council and submitted to the Provincial Treasury. The 
municipality’s 2018/19 draft budget was prepared in the required format (i.e. version 
6.2). The municipality did not fully comply with the National Treasury compliance 
checklist to Municipal Budget and Reporting Regulations. A number of supporting tables 
were not completed and some were partially completed which limited Provincial 
Treasury's analysis. 
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financial year, which is within the Consumer Price Index 
(CPI). 
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2018/19 financial year. As per the 2016/17 audited AFS, 
revenue generated from Services charges - Refuse 
amounted to R14.2 million. Based on the prior year 
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R1.9 million and Expanded Public Works Programme 
Integrated amounting to R1.0 million in the 2018/19 financial 
year. Totalling R126.9 million. Transfers and subsidies 
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Budget year and further improved to 6 per cent in 2020/21 | negative 10 per' cent in 2018/19 Budget Year and 
Budget year respectively. Thus 2019/20 projection defeats improved to 11 per cent in 2019/20 Budget Year, 
the 2019/20 anticipated inflation target rate of 5.4 per cent. 
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are therefore unable to provide a meaningful assessment on relation to indigent households and cost of free basic 
the reasonableness of the cost of providing free basic services. 
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Remuneration of Councillors 
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increase of 5 per cent, fro^R58800o in 2017/18 adjustmenT^teSnicipality has not fully^eWthTEforS^ta 
budget to R619 000 m 2018/19 financial year. Provincial relating to the reconciliation of the Provision for Debt 
Treasury could not determine the reasonableness of the impairment budget on Table SA3. This limits Provincial 
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table SA25. Paragraph 9.7.1 of the Asset policy states that budget might be understated. ~ ” ~ 

Depreciation charges are calculated monthly. The The municipality allocated Depreciation and asset 
municipality is advised to comply with the asset policy and impairment on a monthly basis on supporting table 
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of R19.3 million. The municipality indicated that the decrease unauthorised expenditure, 
is due to the contracts envisaged for the next three years 
which are Electronic PMS, Prevention of the system in the 
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Renewal and upgrading of existing assets 

The municipality's allocation for renewal and upgrading of The municipality increased the budget allocated towards 
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Inconsistencies were noted between Table A9 with the No corrections were made on the inconsistency identified 
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The collection rate as stated in the municipality's’ budget The collection rate still reflects 83.8 per cent from 
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The opening cash and cash equivalent of R2.8 million for the The opening cash and cash equivalents of R1.1 million 
2017/18 adjustment budget does not reconcile with the for the 2017/18 adjustment budget reconcile with the 
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The municipality has not budgeted for provisions to be cash inputs from the Provincial Treasury were not considered. 
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5. Credibility (funding), Relevance and Sustainability of the final budget 

This section aims to assess the credibility (funding), relevance and sustainability of the 
adopted budget. Reference is made to your approved budget for the 2018/19 financial 
year that was submitted to the Provincial treasury in accordance with Section 24(3) of 
the municipal Finance management Act (MFMA), which states that the accounting 
officer of the municipality must submit the approved annual budget to the National 
Treasury and relevant Provincial Treasury. 

Provincial Treasury has conducted a high level assessment of your adopted budget 
with a view of assessing whether the municipality has considered the comments and 
recommendations provided by Provincial Treasury on your tabled budget, as required 
by Section 23(1 )(b) of the MFMA. Section 23(1 )(b) states that the municipal Council 
must consider any views of the National Treasury, the relevant Provincial Treasury and 
any provincial or national organs of state on municipalities which made submissions on 
the budget. 

Credibility 

• There are inconsistencies identified between the main tables and the supporting 
tables. 

• Table SA3 was partially completed thus making it difficult for Provincial Treasury 
to assess the budget. 

• The budgeted cash receipts from Property rates and services charges on 
electricity in the cash flow statement are based on a collection n rate of 79.9 per 
cent which is unrealistic and overstates the budgeted cash flow statement. 

• Commitments on Table A8 might be understated as the municipality did not 
reflect commitments for statutory requirements and provisions to be cash 
backed. 
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• Discrepancies were noted between the budgeted figures reflected in the tabled 
budget data strings submitted to the mSCOA portal, the MFMA return forms 
submitted to the Local Government database and the A1 schedule budget 
tables. 

Relevance 

• The capital projects reflected in table SA36, which requires municipalities to 
populate information relating to the full capital programme for the 2018/19 
MTREF period are aligned to the IDP. 

• The budgeted figures reflected in tables SA4, SA5 and SA6 in respect of the 
reconciliation of IDP strategic objectives and the budget reconciled with the total 
operating revenue and expenditure in table A4 and total capital expenditure in 
table A5. 

• The municipality did not complete Table SA38 which requires the municipality to 
disclose the consolidated detailed operational projects. 

Sustainability 

• The municipality has reflected deficits over the entire MTREF period on Table 
A8. The operating deficit is an indication that there are imbalances that need to 
be addressed. 

• The municipal budget does not give effect to the long term financial and 
operational sustainability. 

6. Conclusion 

• The municipality complied with the requirements of Municipal Finance 
management Act (MFMA) and Municipal Budget, and Reporting Requirements 
(MBRR). 

• The budget for the municipality is Unfunded in the 2018/19 financial year, the 
level of funding deteriorates in the two outer years. The unfunded budget is 
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based on inconsistencies noted on the analysis and overstatement on Cash flow 
statement. 

7. Recommendations 

• The municipality is advised to manage the associated risks of implementing the 
budget and ensure that spending is limited to what can be realistically collected 
in revenue, as required by Section 18 of MFMA 

• In terms of MFMA Circular No. 91, municipalities are reminded to upload all their 
2018/19 related annual budget returns to National Treasury's Local Government 
database, as National Treasury publishes the municipal budgets based on the 
information from the annual budget returns. The municipality is therefore 
required to ensure that the figures reflected in the annual budget returns 
reconcile with the figures as per the adopted budget, (schedule A1 version 6.2) 

• The Accounting Officer should ensure that the 2018/19 budget assessment is 
submitted to the municipal Audit Committee and be tabled in council. 

• The municipality is advised to be consecutive when projecting cash receipts and 
ensure that the collection rate is in line with prior year trends. 

• The municipality is advised to generate their A, B and C schedules from the 
financial system to allow for a 100 per cent alignment results and avoid issuing 
different figures to Provincial and National Treasuries, as National Treasury will 
only publicise the figures from the data strings which differs from the figures 
approved by the council. 
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